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NOTIFICATION 

Incomje-Tax 

New Delhi, the 6th February 1967 

SJI.0, 456.—In exercise of the powers conferred by section 49A of the 
Indian Income-tax Act, 1922 (11 of 1922), the Central Government hereby 
directs that all provisions of the annexed acreement for the avoidance of double 
taxation of income, profits and gains under the said Act which has been concluded 
between the Government of India and the Government of Ceylon shall be given 
effect to in the Union of India. 

AGREEMENT FOR RELIEF FROM OR THE AVOIDANCE OF DOUBLE 
TAXATION OF INCOME BETWEEN THE GOVERNMENT OF INDIA 
AND THE GOVERNMENT OF CEYLON 

Whereas the Government of India and the Government of Ceylon desire to con¬ 
clude an Agreement for relief from or the avoidance of double taxation of 
income chargeable in the two countries in accordance with their respective 
laws; 

Now, therefore, the said two Governments do hereby agree as follows:— 

Article I 

The taxes which are the subject of the present Agreement are; 

(a) In India; 

the taxes imposed by the Indian Income-tax Act, 1922 (XI of 1922). 

(b) In Ceylon; 

(i) the tax imposed by the Ceylon Profits Tax Act, 1948 (No. 6 of 1948), 

(il) the tax imposed by the Ceylon Income-tax Ordinance, 1932 (2 of 
1932) exclusive of the taxes mentioned in sub-clauses (i), (ii) 
and (hi) of section 46(4) (b) of the said Ordinance. 

The present Agreement shall also appty to taxes that may be levied in India 
Tinder a Profits Tax Act, similar to the (jeylon Profits Tax Act, 1948 (No. 6 of 
1948), passed after the date of the present Agreement. 

Article II 

The present Agreement shall come into force on the date on which the last 
.of all such things shall have been done in India and Ceylon as are necessary to 
jftva the Agreement the force of law in India and Ceylon respectively, and shcdl 
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thereupon have effect for the assessment year 1960-51 and subsequent assessment 
years: 

Provided that in respect of the two assessment years 1950-61 and 1951-52,, 
instead of the abatement provided for in Articles III, IV and V of this Agree¬ 
ment, double income-tax relief in respect of incomes taxed both in India and' 
Ceylon shall be computed and allowed as if the provisions of (ij the Income 
Tax (Double Taxation ReUef) (Ceylon) Rules, 1942 in India and (ii) section 46^ 
of the Ceylon Income-tax Ordinance, 1932 (2 of 1932) in Ceylon, apply. 

Article III 

Each coxmtry shall make assessment in the ordinary way under its own 
laws; and where either country under the operation of its laws charges any 
income from the sources or categories of transactions specified in column 1 of 
the Schedule to this Agreement (hereinafter referred to as the Schedule) in 
excess of the amoupt calculated according to the percentages specified in columns, 
II and III thereof, that country shall allow an abatement equal to the lower of 
the amounts of tax attributable to such excess in either country. 

Article IV 

■Where any income accruing or arising outside the two cormtnes is charge¬ 
able to tax in both the countries, each country shall allow an abatement equal 
to one halt of the lower amount of tax attributable in either country to such 
doubly taxed Income. 


Article V 

Where at the time of assessment in one country the tax attributable in the- 
other country to the excess or the doubly taxed Income referred to in Articles. 
Ill and IV is not known, the first country shall make a demand without allow¬ 
ing any abatement, but shall hold In abeyance for a period of one year (or such 
longer period as may be allowed by the Income-tax Officer in his discretion) 
the collection of a portion of the demand equal to an amount estimated by hinv 
to be the abatement likely to be due. If the assessee produces a certificate of 
assessment in the other country within the period of one year or any longer 
period allowed by the Income-tax Officer, the uncollected portion of the demand 
shall be. adjusted against the abatement allowable under the Agreement; but If 
no such certificate is produced within the aforesaid period, thei abatement shall 
cease to be operative and the outstanding demand shall be collected forthwith. 

Article VI 

An individual of Indian domicile, who is non-resident in Ceylon, shall be 
entitled to relief from the Ceylon Government equal to the excess of the Ceylon 
tax paid by him, by deduction or otherwise, on his Ceylon income for any 
assessment year over the amount which bears the same premortion to the amount 

which would be payable by him for that year by way of (leylon tax if he were 

resident in Ceylon and chargeable in respect of his total income from aU 
sources, wherever arising, as the amoimt of such Ceylon income bears to the 
amount of such total income from all sources; 

(a) in respect of the five assessment years comniencing with the assess¬ 

ment year 1950-61, and 

(b) in respect of any assessment year subsequent to the assessment year 

1954-55 provided that during that assessment year the option pro¬ 
vided for In the first and second provisos to sub-section (1) of sec¬ 
tion 17 of the Indian Income-tax Act, 1922 is available to individuala 

resident In Ceylon in regard to the Indian tax payable by them. 

Article VII 

(1) The taxation authorities of the Contracting Governments shall exchange- 
such information (being Information which is at their disposal under their res¬ 
pective taxation laws in the normal course of administration) as is necessary 
for carrying out the provisions of the present Agreement, Any information so- 
exchanged shall be treated as secret and shall not be disclosed to any person 
other than those concerned with the assessment and collection of the taxes which 
are the subject of the present Agreement. No information as aforesaid shaU 
be exchanged which would disclose any trade, business, industrial or profes-' 
sional secret or trade process. 
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(2) As used in this Article, the term “taxation authorities” means, In the 
case of India, the Commissioners of Income-tax, the Assistant Commissioners of 
Income-tax or the Income-tax Officers; in the case of Ceylon, the Commissioner 
of Income-tax or his authorised representative. 

Article VIII 

(a) Nothing in this Agreement shall be construed as modifying or interpret¬ 
ing in any manner the provisions of the relevant Taxation laws in force In 
either country. 

(b) If any question arises in any country as to whether any income falls 
within any one of the items specified in the Schedule and if so under which 
item, the question shall be decided without any reference to the treatment of 
such income in the assessment made by the other country. 

Article IX 

The Schedule to this Agreement may be modified from time to time by 
agrEi'’ment between the Governments of the two countries and reference to the 
Schedule in the foregoing Articles shall be read aa references to the Schedule 
as modified. 


Article X 

The present Agreement shall continue in effect indefinitely but either of the 
Contracting Governments may, on or before the 30th September in any calendar 
year, give to the other Contracting Government written notice of termination, 
and in such event the present Agreement shall cease to have effect in relation 
to assessments for the years of assessment commencing after the said date. 

The ScHsnULE 
Article III) 


Source of income or nature of trana- Percentage of income which each country Remarks 

action from which Income is derived is entitled to charge under the Agreement 


I 



III 


IV 


I. (a) Salaries including pension too per cent by the country Nil by the other, 
paid by employers other than in which the salary is 
Government. earned by service. 


(b) Salaries including pension 
paid by Government 

2 . (a) Interest on securities issued 
by the Central Government 
or a State Government in 
India. 

(6) Interest on securities issued 
^ the Government of 
Ceylon. 

(c) Interest on securities other 
than Government securities. 


3. Income from house property. 


100 per cent by the country Nil by ihe other, 
which pays the salary. 

too per cent by India Nil by Ceylon 


100 per cent by Ceylon 


Nil by India. 


too per cent by the Nil by the other, 
country in which the 
local authority or 
company issuing the 
securities is situate. 

too per cent by the Nil by the other, 
country in which the 
property is simatod. 


4. Income from profession or vo¬ 
cation. 


too per cent by the country Nil by the other, 
in which the services 
are rendered. 
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5. (a) Rent or royalty from lease or 

hire of property. 

(b) Rem or royalty or licence 
fees or any like consider¬ 
ation arising from rights 
granted in respect of pro¬ 
perty. 

(e) Rent or royalty or any like 
consider tion ailsint from 
any interest in property. 

(d) Profits or gains from deal¬ 
ings in property or any 
interest in property. 

(а) Rent or royalty for the use 100 per cent by the Nil by the 
of or for. the privilege of country in which the other, 
ushig patents, copy-rights, asset is used. 

goodwill, trade marks and 
other like property. 

(/) Interest derived from money ic>o per cent by the Nil by the other, 
lent in one country and uti- country in which the 

Used by the borrower in the money is utilised, 

other. 

(/) Transport by Sea or Air. too per cegt by the Nil by the other. 

country in which the 
traffic originates. 

6 . (a) Goods manufactured or 100 per cent by the Nil by the other. 

purchased in one country country in which the 

and sold to a buyer in the goods are manufactured 

other country without or purchased, 
having a branch or regular 
agency in the latter country. 

(б) Goods manufactured by or 50 per cent by each 50 per cent by 

on behalf of a person in one country. each country, 

country and sold by him in 

the other country through a 
branch or regular agency. 

(e) Goods purchased by a mcr- 33 1/3 per cent by the 66 2/3 per cent 

chant in one country and country in which the by the other, 

sold through a branch or goods are purchased. 

regular agency in the other 


100 per cent by the Nil by the "I " Property' 
country in which the other in sub-items 

property is situated, (a), (6), (c) 

and («) herein 
shall not in¬ 
clude house 
property re¬ 
ferred to in 
item 3 above. 


(_d) Goods purchased through a iz 1/2 per cent bv the 87 1/2 per cent 
buying establishment in one country in which the by the other, 
country and sold by a mcr- goods are purchased, 
chant in other country. 

(«) Mital ores, minerals, mineral lOO per cent by the Nil by the other, 
oils and forest produce country in which mine- 
extracted in one country and rals are extracted, 
sold to a purchaser in the 
other without any further 
manufacturing process and 
without a branch or regular 
agency in the latter country. 

(f) As above but sold in the 75 per cent by the 25 per cent by 
other country through a country in which mine- the country in 

branch or regular agency in rals arc extracted. which sales arc 

that country. made, 

1 to) Films produced in one roo per cent by the Nil by the other.J 
^ country and sold to a pur- country of production, 

chaser in the other without 
any further process and 
without having an agency 
in the latter country. 
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(6) Films produced in one 50 per cent by each 50 per cent by 

country and exhibited by country. each country, 

the producer in the other 
country through a regular 
agency in that country. 

(e) Films exhibited in one 75 per cent by the 25 per cent by 

country by distributors country in which they the other. 

(other than producers) in are exhibited, 
the other country. 

8. Any income derived from a 100 per cept by the Nil by the other, 
source or category of transac- country in which the 
tions not mentioned in any of income actually accrues 
the foregoing items of the or arises. 

Schedule. 

• 

In faith whereof, the plenipotentiaries of India and Ceylon havd signed the 

£ resent Agreement in Hln^ and English languages (the English text shall prevail 
l case of conflict between the two Texts) and have affixed thereto their seals. 

Done in duplicate in Colombo on the 10th of September, 1956. 

For the Government of India— 

(Sd.) by B. N. Chakravarty, 

In the presence of (Sgd.) K. Rangaswaml, First 
Secretary (Commercial), High Commission for 
India in Ceylon, Colombo, 

For the Government of Ceylon— 

(Sd.) by Stanlby dk Zoysa, 

In the presence of (Sgd.) S. F. Ameraslnghe, 
Permanent Secretary of the Ministry of Finance. 

[No 25/3/51/IT.] 
[No. 11/25/3/51.IT.] 
V. V. CHARI, Joint Secy. 
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